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August 17,2005
Mr. John F. Carter, Regional Director 9?
- Federal Deposit Insurance Corporaton

Suite 2300
25 South Jessie Street at Ecker Square
‘San Francisco, California 94105

Dear Mr. Carter:

I am writing o strongly urge the Federal Deposit Insurance Corporation (FDIC) to reject
Wal-Man’s recent application to open 2 Utah Industrial Bank called “Wal-Mart Bank.” Wal-
Mart has a Jong history of unethical, and often illegal, practices that affect employees,
shareholders and customers alike. The company currently faces a class action lawsuit alleging
massive gender discrimination, an ongoing U.S. federal grand jury investigation of former Wal-
Mart vice chairman Thomas Coughlin for misspending corporate funds, as well as numerous
other employment-related lawsujts. Wal-Mart also has a history of child labor and other wage
and hour violations. These indications of systematic corporate abuses cast grave doubt on Wal-
Mart’s ability to abide by the rules applicable 10 banking operations.

A Wal-Mart-owned bank will create increased risk to the federal deposir insurance
system. Industrial banks are insured by the FDIC and can offer most of the services of
traditional banks, including consumer and commercial loans. If a Wal-Mart-owned bank chose
10 offer these services, it would have an economic incentive to offer loans to its suppliers and
customers, regardless of their creditworthiness, in order to bolster the company's retail
operations. Not only would this create a serious conflici of interest, but it would &lso pose an

 hiereased risk of bank Tailure and corresponding burden on the FDIC. These risks are
compounded by the fact that industrial banks are not subject to regulation by the Federal Reserve
and Wal-Mart’s own intemnal compliance breakdowns.

Wal-Mart’s attempts Lo enter the banking industry have been repeatedly rejected in the
past. Twice, on the grounds that it would violate banking and rerail regulations and illegally
combine commerce and banking, the federal Office of Thrift Supervision denied Wal-Mart’s
efforts 10 acquire a savings and loan company and 10 partner with a bank. Tn Calilornia, Wal-
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Mart was thwarted from buying a small industrial loan corporation, and the California
Legislature even enacted legislation preventing such purchases.

As the world’s largest retailer, Wal-Mart could easily become one of the largest banks in
the U.S., intensifying concerns regarding the mixing of banking and commerce. The company
has claimed that its proposed Utah bank would merely process electronic payment transactions
and offer certificates of deposit. However, Wal-Mart’s history of rapid growth leads me to
believe that it would similarly strive 1o expand its financial offerings to as many as 22 other
states. Wal-Mart already leases space to several banks in about 1,000 U.S. stores.

Wal-Mart’s record of noncompliance with a wide range of standards and regulations
raises serious questions about its ability to follow the regulations of the Community
Reinvestment Act. Furthermore, industrial banks are not subject to the stricter regulations of
bank holding companies. For all of these reasons, I ask you to deny Wal-Mart’s industrial bank

applicarion.
Sincerely,
President
JISfmc
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